This paper analyses the duration of child poverty in Germany. Observing the entire income history from the individuals' birth to their coming of age at age 18, we are able to analyse dynamics in and out of poverty for the entire population of children, whether they become poor at least once or not. Using duration models, we find that household composition, most importantly single parenthood, and the labour market status as well as level of education of the household head are the main driving forces behind exit from and re-entry into poverty and thus determine the (long-term) experience of poverty.
INTRODUCTION
While child poverty and the impact on children growing up in low-income families have been issues receiving only little attention in Germany during most of the 1980s and 1990s, certainly less than in the United States or the United Kingdom, they have become hot topics in more recent years. This is mostly due to a worsening income situation of families with children, resulting in a sharp increase in child poverty (e.g. Corak et al., 2008) . Compared with other OECD countries Germany has been falling behind considerably (UNICEF, 2005) .
There is thus a growing concern about children growing up in disadvantaged environments since this tends to be associated with diminished cognitive and social skills (Mayer, 2002) . In the long run poverty might be transmitted from parent to child. While it is hard to pin down a causal relationship, it seems safe to argue that poverty during childhood and a variety of factors associated with living in poor families have an impact on child development, with potential long-term consequences. It seems also plausible that long-term poverty experiences impinge upon child development in a much more detrimental way than transitory events of, say, one or two years (e.g. Aakvik et al., 2005; Carneiro and Heckman, 2003) . Hence, a longitudinal analysis of child poverty is indispensable to identify children with the highest risk of growing up in long-term poverty and to target public interventions at this risk group. So far, most analyses of child poverty provide cross-sectional snapshots of the incidence of low-income and its evolution over time, disregarding dynamic aspects of the phenomenon.
Since a large total number of years in poverty might result from either a single long spell in poverty or several consecutive short spells in and out of poverty (Stevens, 1999) , it is important to analyse the dynamics of poverty on an individual basis, not on an aggregate level as is typically done using only entry and exit rates. Several methods have been suggested to account for dynamics, for example first-order Markov models of poverty persistence (e.g. Cappellari and Jenkins, 2002) , components-of-variance approaches, which model income dynamics (e.g. Biewen, 2005; Stevens, 1999) , and duration models analysing flows into and out of poverty simultaneously. This paper follows the latter strategy taking into account the complete period of childhood and teenage years, i.e. from birth up to the age of 18. We investigate multiple spells in and out of poverty and allow them to be correlated, even after controlling for observable individual characteristics. Accounting for the correlation between exit and re-entry is necessary to accurately estimate total time spent in poverty for a typical child, because some individuals/households might be endowed with unobservable characteristics that make them likely to exit poverty only after a long time but make them re-enter relatively fast. In addition, we also allow exit and re-entry to be correlated with initial poverty status, since initial conditions might be important as well.
Comparable models for analysing poverty dynamics of adults have been used in previous contributions. Stevens (1999) was the first to adapt duration models to account for the correlation between exit and re-entry by using a mass point distribution. Devicienti (2001) extends this approach by also accounting for initial conditions. Hansen and Wahlberg (2004) apply the model to analyse poverty dynamics in Sweden and Biewen (2006) uses German data.
A main contribution of our paper to this literature is that we do not only focus on individuals who become poor at least once, as is done in these papers due to problems of left censoring of (non-)poverty spells. Instead, we take into account the entire population of children, independent of whether they experience any entries or exits from poverty or whether they remain in (non-)poverty during their entire childhood without experiencing any change. This is feasible by focusing on young individuals, which allows us to identify the beginning of their very first spell in (non-)poverty. The length of existing household panels generally circumvents the same procedure for adults due to left censoring. Using data from the German Socio-Economic Panel (GSOEP) covering 21 years from 1984 to 2004, however, allows us to observe the entire income history of numerous children living in different household environments.
DURATION MODEL
This section presents the duration model that accounts for multiple spells. In jointly analysing duration in and out of poverty, we can account for the correlation between the duration in both states by including terms for unobserved heterogeneity. Since being born into poverty might be affected by unobservable characteristics as well, we also account for initial conditions. Thus, apart from analysing the impact of observable characteristics and the importance of duration dependence, we can additionally assess whether unobserved characteristics of the child's environment cause flows into or out of poverty and the time spent in or out of poverty. Unobserved heterogeneity, for example ability, effort or preferences of the child's parents, enters both hazard functions and the model analysing initial poverty status through intercept terms.
The probability to be poor in the first period t 5 1 is specified as an ordinary probit equation conditional on observable characteristics Z i from the first period as well as presample information (i.e. educational attainment of the child's grandparents) and an unobserved individual-specific effect y I i ,
The hazard rate for leaving poverty at time t is specified as
and the hazard rate for leaving non-poverty at time t is specified similarly as
The effect of duration d in (non-)poverty on the probability of exiting (non-)poverty is accounted for by a P ðd P i;tÀ1 Þ and a NP ðd NP i;tÀ1 Þ without restricting it to any functional form. y P i and y NP i are unobserved individual-specific effects and X 0 i;t represent observable characteristics. The contribution of the ith individual to the sample likelihood, conditional on the unobserved individual effects y i , is then
Here, p i;tÀ1 indicates whether individual i is in poverty in period t À 1 and e P i;t and e NP i;t indicate whether a transition from poverty to non-poverty (or 9vice versa) occurs between period t À 1 and t. Assuming that the individual effects take on one of the values given by a mass point distribution (i.e.
The estimated probability to belong to one of the latent classes defined by the mass point distribution is given by Prðp k;l;m Þ. In maximizing the log-likelihood, all parameters of the model, i.e. a, b, y and PrðpÞ, are estimated jointly.
In the empirical analysis, we present estimates using weights w i as proposed in Biewen (2006) , i.e. we use the inverse longitudinal inclusion probability. To a certain extent, the weights account for panel attrition. In addition, we account for clustering. Because individuals in the same household have the same experience of poverty or non-poverty at a given point in time, they are also likely to share similar long-term experiences of poverty. This violates the assumption of independence of observations. Therefore, we define clusters by children living in the same household at their time of birth. Within a cluster, no assumption on the correlation between observations is imposed.
In order to implement the model, we assume that each heterogeneity distribution has two support points (i.e. K 5 L 5 M 5 2) and normalize one of them to zero. The baseline values of the unobserved effects are therefore represented by a full set of duration dummies, which is included in the hazard functions. In doing so, we obtain eight latent classes whose probabilities add up to one. Ceteris paribus, latent classes 1-4 have a lower probability to be poor in the first period than classes 5-8 (see Table 1 ). Latent classes 2, 4, 6 and 8 have a higher propensity to leave poverty than the others, and classes 3, 4, 7 and 8 are likely to exit non-poverty faster than the others, always keeping observable characteristics constant. Hence, latent class 2 can be labelled as unlikely to be poor, in terms of its unobservable characteristics, classes 3 and 7 as likely to be poor, because their unobservables make them likely to exit nonpoverty fast and remain in poverty for a long time. Frequent fluctuations between poverty and non-poverty are prevalent in classes 4 and 8. The other classes (1, 5 and 6) represent intermediate cases.
While this model is very similar to Hansen and Wahlberg (2004) and Biewen (2006) , it differs markedly in the way we deal with spells of individuals observed for the first time. Generally, a spell of poverty starts at time t if an individual was non-poor in t À 1 and is poor in t. Analogously, a spell of non-poverty starts at time t if an individual was poor in t À 1 and is non-poor in t. If t À 1 is not observed, spells are left-censored. Most studies drop left-censored spells in the empirical analysis, and thus do not account for information before the first switch from poverty to non-poverty or vice versa. This implies that an individual who never experiences any switch in poverty status is dropped from the analysis altogether. Since we focus on children, we do not have to drop these spells here. The crucial assumption is that the first observation at birth represents the start of a non-left-censored spell. Thus, using the same kind of model but shifting the focus towards children we do not have to condition the sample on those individuals experiencing poverty at least once.
DATA AND MODEL SPECIFICATION
Our data are from the GSOEP, which is a representative longitudinal study of private households in Germany (see Haisken-DeNew and Frick, 2003) . 1 The data include information on household socio-demographic composition, occupational biographies, employment, income and earnings.
In the following empirical analysis, the unit of observation is the individual child. Children are defined as individuals younger than 18 years of age. Central to our analysis is the definition of poverty which requires several choices, for example of which resources to take account of, and value judgements, for example on the distribution of resources within households, the consideration of economies of scale and the determination of thresholds that divide the population into those who are poor and those who are not (Corak, 2006) . While each of these assumptions may affect the actual results and sensitivity analyses based on other assumptions are desirable, for practical reasons our analysis confines to using a single definition only. We start with calculating household income as the sum of total labour income of all individuals in the household including income from self-employment, asset income, income from private and public transfers, and pension income and subtract tax payments and social security contributions. In essence, this refers to the total money income available to the household after taxes and social transfers, given in real terms (year 2000 euros). In order to account for Table 1 Distribution of latent classes
1. The data used in this paper were extracted from the GSOEP Database using the Add-On package SOEP Menu v2. economies of scale we use the square root of the number of household members as the equivalence scale. We assume that equivalent household income is allocated equally to all household members, including children. In our analysis, an individual is defined as living in relative poverty if he has less than 50% of the prevailing median equivalent income in the population. We first focus on West Germany since for this part of the country we have data for 21 years. This sample, which includes complete information on the entire childhood for various individuals, enables a detailed description of poverty dynamics. Then we also cover reunified Germany in the second part of the analysis. The sample for reunified Germany does not span enough years to cover entire childhoods, but it provides more information on subgroups of the population, which exhibit considerable differences in poverty rates.
Using the same data and a similar definition of poverty, Corak et al. (2008) show that child poverty rates have been rising during the most recent years, that children in East Germany are more heavily affected by poverty than children in the West and that children born to parents without German citizenship are worse off than children born to native household heads. We therefore analyse differences in poverty dynamics between these subgroups and compare the performance of migrants with natives by differentiating between children (i) of native Germans born in Germany, (ii) of first-generation foreign immigrants, (iii) of second-generation foreign immigrants and (iv) of Ethnic Germans born abroad. A child is considered to live in a family of native Germans if the household head possesses a German nationality and was born in Germany. A child is considered as offspring of a first-generation foreign immigrant if the household head has no German nationality and was not born in Germany and as offspring of a second-generation foreign immigrant if the household head has no German nationality but was born in Germany. Ethnic Germans are defined as households in which the household head holds a German citizenship, was not born in Germany and immigrated after 1984. The latter group is only accounted for in the sample focusing on reunified Germany.
We also distinguish between children living in East and West Germany and control for other demographic and household characteristics. Among others, these characteristics comprise single-parent households, the age of the household head, the educational level of the household head and whether the household head is working full-time. While these factors might eventually be endogenous (Aassve et al., 2006) they have to be treated as exogenous in the analysis.
In the equation specifying initial poverty status we additionally include information on the educational attainment of the father and the mother of the household head, i.e. of the child's grandparents, and dummies for several periods, which are supposed to account for changes over time in the overall probability to enter poverty. person-year observations. Of these children, 239 are observed during their entire childhood, i.e. up to age 18. Overall, 7% of the children are initially born into poverty with slight differences between German (6%) and first-or second-generation foreigner (10%) households. For those born to single parents, the rate is 50%.
Analysing exit rates without controlling for any observable or unobservable characteristics, we observe lower exit rates at longer duration of spells, indicating negative duration dependence especially with non-poverty spells. For example, for West German children the exit rate from poverty is 61% at spell duration 1, while it is 49% at duration 2 and drops further to 43% at duration 4. Similarly, the exit rate from non-poverty is 58% at spell duration 1, 48% at duration 2 and 35% at duration 4.
The longest poverty spell observed in the data is right-censored after 11 years in West Germany, while there are several children in the sample without poverty spells at all. Interestingly, survival rates in poverty appear similar for children in native and foreigner households. However, children in households of first-and especially of second-generation immigrants seem to remain out of poverty for a shorter time.
For reunified Germany we have income histories for 2,369 children who are observed from birth on, which provides us with 11,764 person-year observations. During these years, the rate of initial poverty is 9% and, hence, slightly higher than in the West German sample. Furthermore, differences between natives (8%) and migrants (12% first-, 8% second-generation foreign migrants and 15% Ethnic Germans) are somewhat more pronounced, especially for Ethnic Germans.
EMPIRICAL RESULTS
This section summarizes the estimation results. In the first subsection data for West Germany covering the time period 1984-2004 are used, while the second subsection presents results for reunified Germans covering 1992-2004. The third subsection presents several sensitivity checks. Table 2 summarizes estimation results for children living in West Germany who were born since 1983. It shows that living in a single-parent household reduces the probability of leaving poverty and increases the probability of reentering poverty. By contrast, children living in a household where the household head is working full-time remain in poverty for a shorter time and stay out of poverty longer. Furthermore, education seems to affect poverty duration even after controlling for labour market status. Children of highly educated parents exhibit a significantly longer duration out of poverty and shorter poverty spells.
Results for West Germany, 1984-2004
The picture is more intricate with respect to age. Whereas we do not observe significant differences between age groups concerning poverty duration, our results suggest that households headed by individuals up to the age of 30 exhibit shorter spells out of poverty than others.
Moreover, living in a household in which the head is either a first-or a second-generation immigrant neither affects poverty nor non-poverty (1983-89 and 1990-96) , and information on the educational attainment of the parents of the household head (see duration on any reasonable significance level. However, the probability to be born into poverty initially is higher in households of second-generation immigrants, at least on a 10% significance level. All other factors influencing initial poverty status have the expected sign. That is, we observe significantly higher probabilities for children of single parents and parents younger than 31 years. The probability to be born into poverty is significantly lower for children of full-time working and better-educated parents. We observe no systematic differences for children of first-generation immigrants compared with natives. Finally, controlling for unobserved heterogeneity yields a set of estimated duration dummies, which do not differ significantly from each other. Hence, in contrast to the descriptive evidence provided in Section 3 and results of a similar specification that does not account for unobservable heterogeneity which both indicate that the probability to leave (non-)poverty decreases with increasing duration, the results here suggest that duration dependence does not exist. All parameters capturing unobserved heterogeneity are highly significant. The majority of children (77%) live in unlikely to be poor households, i.e. they are in latent class 2 where unobservable characteristics make initial poverty unlikely, spells out of poverty long and those in poverty short. More than 16% of children live in households where unobservables lead to a high probability of frequent fluctuations (classes 4 and 8) and slightly more than 2% are among the likely to be poor by means of their unobservable characteristics (class 7). Finally, 3% are in class 5, which represents one of the intermediate cases. The remaining three out of the eight possible latent classes are not occupied.
Since the quantitative magnitudes of the estimated coefficients in the duration model are anything but straightforward to interpret, we use our estimation results for simulations of several poverty outcomes. These simulations illustrate the quantitative effect of observable as well as unobservable characteristics on these outcomes and, thus, provide a better understanding of the potentials and limitations of possible public interventions. In order to do so, we generate error terms by random draws from a normal distribution. Based on these we simulate poverty sequences for 100,000 individuals. Transitions between states (and initial poverty) occur if the estimated latent variable is above zero. In doing so, we assume that the conditioning characteristics do not change during the entire period of childhood, i.e. we provide a picture for a society, which is immobile in terms of household composition and labour market attachment. Thus, these simulations should be interpreted as upper and lower bounds of child poverty experience since households might form or split up and labour market status might change.
Specifically, we simulate the percentage of children being born into poverty, the average number of years spent in poverty as well as the share of children experiencing zero, five or more and ten or more years in poverty (out of a maximum number of 18). We do this for several combinations of observable characteristics and latent classes.
Simulation results in Table 3 indicate that children in single-parent households are by all means remarkably worse off than their peers in couple households. For instance, in latent class 2 (the 'unlikely to be poor' in terms of unobservables), children of single parents exhibit a 33 percentage point higher risk to be born into poverty than children of couples if the household head is not working (column I, row 4 vs. 2) and a seven percentage point higher probability to be initially poor with a full-time working household head (row 3 vs. 1). Their average number of years in poverty (column II) amounts to more than 3.3 years if the household head is not employed compared with less than half a year for children in couple households. Moreover, the share of children experiencing poverty for five or more years (column IV) is 29 percentage points higher in not full-time working single households compared with comparable couple households. This detrimental situation of single-parent children also holds in all other latent classes. In class 4 ('frequent fluctuations') children of single parents experience on average four to six years longer poverty spells than their peers with two parents (rows 7, 8 vs. 5, 6). The average number of years in poverty increases to more than 13 and 16.5 years, respectively, for single-parent children in the 'likely to be poor' class 7 (rows 15, 16). From the perspective of economic policy, the effect of labour market status is very important because this characteristic can be addressed by public interventions, for example by better childcare facilities to extend labour market participation of families with children. In general, our results suggest that children of a full-time working household head experience a notably lower number of years in poverty, on average. For instance, for children in single-parent households the average number of years in poverty is reduced by between two (latent class 2) and three years (latent classes 4 and 7) if the household head works full-time. The effect of full-time working on the share of children spending five of more years in poverty seems to depend decisively on unobserved characteristics. Whereas children of full-time working singles in latent classes 2, 4 and 6 exhibit a much smaller risk to be poor for five or more years (rows 3, 7, 11 vs. 4, 8, 12) , their peers in latent class 7 gain almost nothing from a working household head (row 15 vs. 16).
Another interesting, though even more difficult to address, individual characteristic for policy makers is education. Simulation results not displayed in the table show that children of better-educated household heads are better off with respect to all indicators. However, years of education of the head have to change from nine (lower secondary schooling degree) to 18 years (completed university degree), in order to exhibit a quantitative impact on child poverty experience that is comparable to the effect of labour market status. Clearly, this is not a completely fair comparison since better education is very likely to impinge upon labour market prospects and, thus, indirectly on poverty experience as well.
Results in Table 3 indicate further that unobservable characteristics play an important role for all considered child poverty indicators. For instance, moving from latent classes 2 to 4, i.e. from the 'unlikely to be poor' to the 'frequent fluctuations' class, increases the average number of years in poverty by around four years for children of single parents. Moreover, the same change raises the share of children experiencing five or more years in poverty by more than 60 percentage points if the household head is not working full-time. By contrast, moving from classes 2 to 6, i.e. if only unobservables for initial poverty status change, yields much smaller changes in child poverty indicators.
Finally, by assuming that latent classes are uncorrelated with observable characteristics and thus equally represented within single and couple households as well as within households in which the head is working or not, we can also simulate years in poverty unconditional on latent class. More precisely, we adjust the conditional estimates using the estimated probabilities for each class as weight. Results of this exercise indicate that typical children born into a full-time working couple household on average experience less than half a year of poverty, while their peers in not-working single-parent households are poor almost five out of 18 years (Table 4 , column I). Clearly, these results are mainly driven by poverty experiences of children in the largest latent class 2 and, hence, underestimate poverty indicators for those children actually belonging to classes 4 and 7. Germany, 1992 Germany, -2004 In this subsection, we utilize data for reunified Germany covering the period 1992-2004 to estimate a slightly augmented duration model. More precisely, we additionally include dummy variables for children living in East Germany, for children of Ethnic Germans and for children living in migrant families who entered Germany at least ten years before. Furthermore, the number of duration dummies is reduced to four. The estimation results are available from the authors upon request.
Results for reunified
They suggest that children of Ethnic Germans display a remarkably higher probability to being born into poverty and leave non-poverty somewhat faster than native Germans. The latter, however, is only weakly significant. By contrast, children of first-or second-generation foreign immigrants do not seem to differ significantly from native Germans. In addition, years since migration of the household head does not impinge upon poverty duration at any reasonable significance level. Living in East Germany increases the risk of initial poverty but does not influence the duration within each state.
The most striking differences compared with results for the West German sample are found for the distribution of unobservable factors. Again, the majority of children belong to latent class 2. However, in the case at hand this class is considerably smaller (68%) than for the West German sample. Additionally, in the reunified Germany sample more children belong to those classes with a high probability of initial poverty status, i.e. to classes 5-8. Notes: Comparison of simulated average number of years poor for (i) baseline specification (compare Table 3 ), (ii) specification including spells of children observed from birth on and of children observed at later ages with at least one switch of poverty status and (iii) specification without initial conditions. Simulation results unconditional on latent class are a weighted mean of the conditional estimates; estimated probabilities for each class are used as weights. Finally, the impact of the different heterogeneity parameters is much larger now, both for the probability to exit poverty and to exit non-poverty. This indicates that in the sample for reunified Germany heterogeneity in the duration of (non-)poverty is attributed to a much larger extent to unobservable factors than it is the case in the West German sample. In a final step, we again utilize these estimation results for simulation purposes. Specifically, we compare poverty experience of children of native and Ethnic Germans and focus on couple households since most children of Ethnic Germans live with two adults. Children of Ethnic Germans experience poverty spells, which are around two times or even more than two times longer than otherwise comparable native children. For instance, in the 'frequent fluctuations' class 8, children of non-working Ethnic German households spend almost eight years in poverty compared with around 3.5 years for their peers in non-working native households. These results suggest that there are unobservable factors that are associated with living in a household of Ethnic Germans and that render poverty considerably more likely.
Sensitivity checks and discussion
This subsection is concerned with several sensitivity checks that are conducted using the West German sample.
Oversampling of individuals with frequent fluctuations
An important aspect of focusing on children is that the start of the first spell is observed at birth. Contrary to analyses focusing on adults there is no problem of left-censoring and individuals with frequent fluctuations are not overrepresented. To assess whether oversampling of frequent fluctuations has an impact on estimation results we extend our sample to additionally include children not observed from birth on who experience at least one switch of poverty status.
By including these children in the analysis using information on those spells after their first switch of poverty status, we oversample children with frequent fluctuations. Simultaneously, we neglect children who enter poverty before entering the sample and do not leave it for a long time. The latter should lead to an underestimation of total time in child poverty. On the other hand, this approach also neglects children entering long non-poverty spells before the first observation and should, thus, yield overestimated poverty experiences. Hence, the net effect of including children who are not observed from birth on but later at older ages is unclear a priori.
The distribution of latent classes and the other regression results largely resembles that of baseline specification (results available from the authors upon request). The most notable changes are the insignificance of household head's labour market status and education in the hazard for leaving poverty. In addition, the effect of unobservables is more pronounced for the hazard of leaving non-poverty and less pronounced for the hazard of leaving poverty and for initial poverty status. This translates into an increase of the simulated number of years in poverty by up to half a year (Table 4 , column II vs. I). In general, differences are larger for children living with not full-time working household heads.
Initial conditions
To investigate whether and to what extent our results are sensitive with respect to modelling initial conditions, we disregard the possible correlation of initial poverty status with both hazard rates. In general, the same coefficients are significantly different from zero and magnitudes are similar to the baseline model. The distribution of latent classes, however, differs substantially. Compared with the baseline model the simulated number of years in poverty is similar for most household types; however it is overestimated by up to three-quarters of a year for single-parent households with a non-working household head (Table 4 , column III vs. I).
Additional covariates
We also estimated several specifications including additional covariates, for example information on the number of full-time working adults, the number of children or year dummies. These variables generally turned out to be insignificant or yielded results that are hardly interpretable. For example, the number of full-time working adults is significant for poverty exits, but renders the coefficients for single-parent and for full-time working household head insignificant. This is probably due to the high correlation between these variables. Hence, we decided to restrict the baseline model to a parsimonious specification. In addition, we also tried to estimate models with different distributions of latent classes for natives and migrants. In general, these models did not converge.
Child perspective vs. household perspective
Finally, as outlined in Section 2 we assume that poverty status at time of birth starts a spell for the child. This assumption might be criticized as poverty is originally defined on the household level and the household might have entered the respective poverty state already before the child was born. This fact might explain the apparent absence of duration dependence in our sample, at least to some extent. For example, if households exhibit a decreasing probability to exit poverty with spell length and the marginal decrease becomes smaller over time, a large share of children born into poor households with a rather long poverty experience in the sample might yield estimation results that suggest no duration dependence. The same holds for duration dependence in non-poverty. However, since we are interested in child poverty this assumption is maintained for the duration analyses conducted in this paper. 
Duration of Child Poverty

CONCLUSIONS
Our results show that family composition and labour market status are among the main causes of the level and the duration of child poverty. In addition, the level of education of the household head exhibits a significant effect, which is independent of its impact on labour market status. We find that a large part of heterogeneity is attributable to unobservable factors which make some individuals likely to exit poverty slowly, make others likely to reenter poverty fast, or augment the propensity of being born into poverty initially. Some 2% of West German children are born into families in which unfavourable unobservables result in a high probability to experience long poverty spells and short periods out of poverty.
Simulation results show that children born into a two-adult household with the head working full-time experience on average less than half a year of poverty during childhood (if household composition and labour market status remain unchanged). By contrast, children born into a single-parent household, in which the head is not working full-time, spend almost five out of 18 years in poverty. These differences in average years of poverty are reinforced considerably if unfavourable observable and unfavourable unobservable characteristics coincide. For instance, a child in a non-working single-parent household on average experiences 16.5 years of poverty if it belongs to those 2% of the population with very unfavourable unobservable characteristics. Almost 50% of these children will be poor during their entire childhood. By contrast, 90% of children born into two-parent working households endowed with positive unobservable characteristics will experience not a single year of poverty. Overall, results are very similar for the West German sample using data for 1984-2004 and the sample for reunified Germany for 1992-2004. However, unobservable factors seem to be somewhat more important in the second sample.
Comparing children from different migrant groups, we find that migration status generally has no significant influence on the average number of years in poverty during childhood, except for Ethnic Germans. Children in these families, who generally came from East European countries during the 1990s, experience double the number of years in poverty during childhood than children of native Germans. Children of first-or second-generation foreign immigrants, however, have a very similar experience of poverty to children of native Germans. Higher child poverty rates of migrants reported in other studies are likely due to differences in labour market attachment or educational differences between foreigner and native parents.
Given that the labour market status (of the parents) is one of the main factors influencing poverty duration, policy interventions aiming at an increased labour market participation of adults with children might generate a positive effect on the (financial) well-being of children and, thus, reduce child poverty. Since unobserved characteristics play a substantial role and are difficult to assess due to their very nature, however, it is difficult to target such interventions accurately and the effect of interventions aiming at a higher labour market participation of parents by, for example, better childcare facilities is difficult to assess a priori. Depending on the unobservable characteristics of respondents to such an intervention, it might not yield the expected significant impact on child poverty. For instance, if better childcare facilities are mainly used by households with two adults and favourable unobservable characteristics, the average number of years spent in poverty by their children is reduced on average by merely 0.3 years. Hence, it seems recommendable that such an intervention should focus on single parents and eligibility should be pegged to some form of parental contribution so that single parents are able to signal their endowment with favourable unobservable characteristics and have higher chances to utilize such facilities.
Finally, we show that neglecting initial conditions leads to misleading conclusions on the distribution of latent classes and biased simulation results for the number of years in child poverty, especially for children of single parents. Oversampling of children with frequent fluctuations between poverty states predicts more years in poverty than models using only children observed from birth on, at least for some groups. Analyses concentrating on samples of individuals with frequent fluctuations between poverty states -an approach dominating the literature on poverty duration of adults -are therefore unlikely to provide reliable information on the possible impact of anti-poverty policies. 
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